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Some problems were discovered as aresult of an audit conducted by our office in
response to the request of petitioners from the Pattonsburg R-11 School District.

NOTE: Thefollowing findingsareincluded in thereport. Recommendationsaswell as
responses from thedistrict which correspond with the findings below areincluded in the
report.

A problem with accounting reports from the district, to the Department of Elementary and
Secondary Education (DESE), led to an overpayment of stateaid to the district. A mistake was
made when state assessed railroad and utility taxes were not properly recorded on accounting
records. Thedigtrict stated smilar mistakeswill beavoided in thefuture dueto accounting system
upgrades.

Expenditures exceeded budgeted amountsin various district funds. The district has agreed to
implement audit recommendationsto solvethisproblem. Thedigtrict pointsto recovery effortsfrom
past flooding and fire asbeing obstaclesinthepast. Again, thedigtrict stated it will seek to improve
budgeting proceduresin the future.

Major purchases and congtruction projectstotaling just |essthan $300,000 were undertaken without
competitivebidding. Thedigtrict agreesthat policiesconcerning bidding would haveto bereviewed.
Our recommendationsinclude written agreementsfor al leases and solicitation of bidsfor al mgor
purchases and construction projects.

Other findingsrelating to employee leave records, mileage calculations, and tuition costsare a'so
addressed in the audit.

History of the School District -- (See page 4)
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To the Board of Education
Pattonsburg R-11 School District
Pattonsburg, MO 64670

The State Auditor was petitioned under Section 29.230, RSMo, to audit the Pattonsburg
R-11 School District. The school board had engaged Lockridge, Constant, and Conrad, LLC,
Certified Public Accountants (CPAS), to perform an audit of the district for the year ended June
30, 1998. To minimize any duplication of effort, we reviewed the report and substantiating
workpapers of the CPA. Our audit of the school district included, but was not limited to, the
year ended June 30, 1998. The objectives of this audit were to:

1 Perform procedures we deemed necessary to evaluate the petitioners' concerns.

2. Review compliance with certain constitutional provisions, statutes, and attorney
general's opinions as we deemed necessary or appropriate in the circumstances.

3. Review certain management practices which we believe could be improved.

Our audit was made in accordance with applicable generally accepted government
auditing standards and included such procedures as we considered necessary in the
circumstances. We also reviewed board minutes, school district policies, and various school
district financial records.

Our audit was limited to the specific matters described above and was based on the
selective tests and procedures considered appropriate in the circumstances. Had we performed
additional procedures, other information might have come to our attention which would have
been included in this report.

The accompanying History and Organization is presented for informational purposes. This
information was obtained from the district and its audited financial reports and was not subjected
to auditing procedures applied during our audit of the district.
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The accompanying Management Advisory Report presents our findings and
recommendations arising from our audit of the Pattonsburg R-11 School District.

(e NGl

Claire McCaskill
State Auditor

January 5, 1999



HISTORY AND ORGANIZATION



PATTONSBURG R-I1 SCHOOL DISTRICT
DAVIESS COUNTY/DEKALB COUNTY/GENTRY COUNTY, MISSOURI
HISTORY AND ORGANIZATION

The Pattonsburg R-11 School Didtrict islocated approximately 70 miles north of Kansas City on Interstate
35. Itislocated in the northwest half of Daviess County, but liesin dl, or part, of seven townshipsin three
counties.

Thedigtrict operates a high school (7-12), an dementary school (K-6), and a pre-school (ages 3 and 4).
Enrollment was approximately 209 for the 1997-98 school year. Thedistrict employs approximately 39
full and part-time employees, including 3 administrators, 26 teachers, and 10 support staff.

Pattonsburg R-11 School District hasbeen classified under the Missouri School |mprovement Program as
"Accredited” by the Missouri Department of Elementary and Secondary Education.

A seven-member Board elected for three-year terms, serves without compensation asthe policy-making
body for the digtrict's operations. Members of the Board at June 30, 1998 and their current terms of office
are:

Current
Name and Position Term Expires
Donald Burns, President April 1999
James Woodward, Jr., Vice President April 2000
Tommie Lowrey, Treasurer April 2001
Merlin Bozarth, Member April 2001
Greg Brown, Member April 1999
Tom Lambert, Member April 1999
Jerry Popplewell, Member April 2000
Annual
Other Principal Officials Compensation
William E. Walker, Superintendent $ 55,303
Dr. Paula Johnson, High School Principal 39,449

Davy Snead, Elementary School Principal (1) 38,426

Q) Judy Brown became the Elementary School Principal in August 1998.
Assessed valuation and tax rate information for the school district were as follows:

1998 1997
Assessed Valuation $7,691,055 $6,685,824
Tax Rate 5.53 4.79



MANAGEMENT ADVISORY REPORT



PATTONSBURG R-II SCHOOL DISTRICT
DAVIESS COUNTY/DEKALB COUNTY/GENTRY COUNTY, MISSOURI
SUMMARY OF FINDINGS

Accounting System and Financial Reporting (pages 8-10)

District transactions were not always properly recorded on the accounting system or the
Annua Secretary of the Board Report submitted to the Department of Elementary and
Secondary Education. State assessed railroad and utility taxeswere not properly recorded on
accounting records, resulting in an overpayment of approximately $44,000 in state aid for the
1997-98 school year.

Budgets and Published Financial Statements (pages 10-12)

Actual expenditures exceeded budgeted amounts in various district funds and budget
documents did not contain some information required by state law. In addition, asummary
of the district's audit report is not published as required by state law.

Bidding and Procurement Procedures (pages 12-14)

Bidswere not obtained or bid documentation retained for construction and major purchases
totaling approximately $298,000. Written contracts were not obtained for leases.

Expenditures (pages 14-16)

Expenditureswere not always adequately supported by purchase orders or approved invoices.
Someinvoicesdid not contain an authorized signature showing approval or receipt and some
empl oyee reimbursementswere not accounted for adequately. Additional compensation paid
to employeeswas not always reported on W-2's, and IRS Forms 1099-M1SC were not aways
prepared. Some expenses do not appear to be a prudent use of public funds.

Personnel Contracts and Procedures (pages 16-18)

Thedistrict does not have aformal written policy for vacation leave and leave records are not
maintained for some employees. Written employment contracts were not always prepared,
retained and signed by the board president. During the year ended June 30, 1997, thedistrict
received exceptional pupil funding for ateacher's aide, although this individual primarily
performed clerical duties. In addition, insurance proceeds designated for employees
personal itemslost in afire have not been disbursed.

Pupil Transportation Procedures (pages 19-20)

State guidelines for calculating actual mileage are not followed. Student count reports did
not agree with attendance records for some count days.
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Non-Resident Pupils (pages 20-21)

The district serves students from another school district at a tuition rate which does not
comply with its admissions policy for charging tuition to non-resident students.

Parents as Teachers (PAT) Program (pages 21-24)

The district currently does not have an operating PAT program. Final reports submitted to
the Missouri Department of Elementary and Secondary Education were not supported by
documentation on file. Thedistrict does not have guidelines outlining compensation of the
PAT employees. Records maintained for the PAT library are incomplete.

Student Activity Funds (pages 24-26)

The high school cheerleader fund was held outside the school district treasury. Student
activity fund records were not complete and proper controls over receipts and expenditures
were not established. In addition, student activity fund transactions were not always
correctly recorded on accounting records.

Board Policies and Procedures (pages 26-27)

Minutes did not always include the information supporting a closed meeting as required by
statelaw. In addition, board minutes are not signed when approved. The school board policy
manual is not on file.

General Fixed Asset Records and Procedures (pages 27-28)

The district has not established adequate records for property owned by the district.



PATTONSBURG R-1l SCHOOL DISTRICT

DAVIESS COUNTY/DEKALB COUNTY/GENTRY COUNTY, MISSOURI

MANAGEMENT ADVISORY REPORT

Accounting System and Financial Reporting

The school district maintains a computerized accounting system for processing revenue and
expendituretransactions. Our review of the accounting system, financia procedures, and rel ated
financial reports revealed the following areas of concern:

A.

To establish consistency and accountability among school districts, the Missouri
Department of Elementary and Secondary Education (DESE) provides districts with
financia recording guidelinesintheMissouri Financial Accounting Manual. The DESE
has established account codes to track revenues, expenditures, and other transactions.
During our review, we noted numerous instancesin which the DESE guiddineswere not
followed, and incorrect accounting codes were used when recording transactions. Some
instances are noted below:

1)

2)

During theyear ended June 30, 1998, expenditurestotaling $450 which should
have been coded to the district's professional development program were
incorrectly coded to substitute teacher salaries. Transferswere madeto correct
the errors after we brought thisto the digtrict's attention. The DESE requiresthe
school districtsto track professional devel opment expendituresunder aseparate
account codeto ensure compliancewith Section 160.530, RSMo 1994. Without
proper coding and tracking of professiond devel opment expenditures, the district
is unable to effectively monitor compliance with state law.

During thetwo years ended June 30, 1998, the district did not adequately track
and account for "Children At-Risk" program expenditures. For theyear ended
June 30, 1997, expenditurescoded to the™ Children At-Risk" program totaled only
$5,692, while the district reported program expenditures of approximately
$95,000 on the Annud Secretary of the Board Report (ASBR) submitted to the
DESE. Didtrict personnd indicated that, at year-end, expenditures allowable
under the "Children At-Risk" program are combined to determine the total
expenditures reported on the ASBR; however the district could not locate
documentation to support the amount reported on the 1997 ASBR.

During the year ended June 30, 1998, the entire salary of adistrict teacher was
chargedtothe"Children At-Risk" program, although aportion of her salary was
reimbursed through afederal program. Only the portion of thesalary paid by the
district should be coded to the "Children At-Risk" program.
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The DESE requiresdistrictstotrack " Children At-Risk" program expenditures
under aseparate account code, report total program expenditureson thedistrict's
ASBR, and classify any unspent funding as arestricted fund balance. By not
properly recording transactions on the accounting system and the ASBR, the
district isnot in compliance with the DESE guidelines and cannot adequately
monitor "Children At-Risk" program expenditures.

B. The school district recelves state assessed railroad and utility taxes annually which are
collected by the various countiesin which thedigtrict lies. Pursuant to Section 151.150,
RSMo0 1997 Supp., the counties apportiontherailroad and utility taxesamong the school
digtrictsfor school purposesand capita projects. The amount to be distributed for school
purposes is based on each district's September membership, while the amount to be
distributed for capital projectsisbased on the capital project levy. During the years
ended June 30, 1998 and 1997, the district received $31,293 and $45,786, respectively,
inrailroad and utility taxes.

The digtrict receives state aid which is calculated and distributed by the DESE. The
amount of state aid isbased on aformulaestablished under Section 163.031, RSMo 1997
Supp. The amount received during the previous year for school purposes from state
assessed railroad and utility taxesisdeducted from the district's current year entitlement
under thisformula.

During the year ended June 30, 1997, the digtrict incorrectly recorded the state assessed
railroad and utility tax receiptsto the revenue codefor “current taxes’ instead of “ state
assessed railroad and utility taxes”, the correct revenue code. Because of thiserror, the
DESE did not include approximately $44,000 received for school purposesfromrailroad
and utility taxes as a deduction from the district's 1997-98 entitlement. Asaresult, it
appearsthedistrict received approximately $44,000 morein stateaid than it wasentitled
to during the 1997-98 school year. This same recording error was made during the 1997-
98 school year; however, after bringing the error tothe district's attention, atransfer was
madeto correctly report the 1997-98 recei pts under the proper revenue code. Asaresullt,
the 1998-99 state aid will not be affected.

Proper classification of recelptsisnecessary to ensure accuracy of the district'sfinancid
statements and the accuracy of the state aid calculation.

The DESE account code structureis designed as ameans of efficient recordkeeping aswell asa
basic management toal. It also alowscomparability of financial transactions among districts.
Without cons stent adherence to the DESE account code guidelines, the digtrict'sfinancid reports
do not properly reflect the financial transactions of the district.



WE RECOMMEND the School Board:

A. Requirethe DESE guiddinesbefollowed when posting district transactionsto ensure that
financial reports are accurate and complete. 1n addition, the Board should ensure
"Children At-Risk" program expenditures are adequately recorded and accounted for on
the accounting system and financia reportssubmitted to the DESE, and filean amendment
for fiscal years 1998 and 1997 with the DESE, if necessary.

B. Ensuredll state assessed railroad and utility taxesare properly recorded in the accounting
records and resolve the overpayment for 1997-98 with the DESE.

AUDITEE’'S RESPONSE

A. Thedistrict hasinstalled a new financial accounting program in January 1998 that
should prevent these errors from occurring again. In addition, we will instruct our
staff to ensure the expenditures for “ Children at Risk” are properly coded and
designated as they are handled. We will review the errors noted for the “ Children
at Risk” program and determine if an amendment is required.

B. We will discussthisissue with DESE to determine the proper method to handle this
error.

Budgets and Published Financial Statements “

A. The budgets prepared by the digtrict for the years ended June 30, 1998 and 1997, failed
to comply with Chapter 67 of the Missouri statutes (the budget law). The annua budgets
donotincludeactual (or estimated for the year not ended) recei pts and disbursementsfor
two preceding budget years. In addition, budgets did not include estimated beginning and
ending balancesfor each fund. Without thisinformation, the district cannot adequately
evaluate avail able resources and financial condition.

A complete and well-planned budget, in addition to meeting statutory requirements, can
serve as auseful management tool by establishing specific cost expectationsfor each area
and provide a means to effectively monitor actual costs.

B. For the years ended June 30, 1998 and 1997, the school district's actua expenditures
exceeded the amounts originally budgeted for the following funds asillustrated below:
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Actual

Budgeted Actua Over
Fund Expenditures Expenditures Budgeted
Y ear Ended June 30, 1998
Genera Fund $ 437,301 609,987 172,686
Specia Revenue Fund 777,130 790,310 13,180
Capital Projects Fund 112,850 1,935,924 1,823,074
Y ear Ended June 30, 1997
General Fund 385,951 647,677 261,726
Capital Projects Fund 16,850 877,705 860,855

On June 15, 1998, the school board approved a budget amendment to agree actua
expenditures to budgeted expenditures, however, the amendment was made after the
expenditures had been incurred. A similar amendment was made in June 1997 for the
1997 budget. It appearsthe amendmentswere madefor statutory compliance only and
circumvented the intended use of the budget as a management tool.

The budget process providesameansto alocate financia resourcesin advance. Failure
to adhere to the expenditure limitsimposed by the budgets weakens the effectiveness of
thisprocess. Section 67.040, RSMo 1994, allowsfor budget increases, but only after
the governing body officially adopts a resolution setting forth the facts and reasons.
Section 67.080, RSM o 1994, providesthat no expenditure of public moniesshal be made
unlessitisauthorizedinthebudget. The School Board should requirethat timely budget
to actual comparisons are received and reviewed prior to approving expenditures.

C. Annud financid statements, as presented in the district's audit report, are not published as
required by state law. Section 165.121, RSMo 1994 requires that a summary of the
digtrict'saudit report including astatement of receipts, disbursements, and bal ancesof each
fund, be made and published in a newspaper within the county.

In addition to compliance with state law, published financia statements provide residents
information about how district resources are being used and the resources available to
meet the needs of the students.

WE RECOMM END the School Board:

A. Adopt annual budgets with complete information required by Chapter 67, RSMo.

B. Ensure expenditures for individual funds do not exceed the amounts approved in the
budget, unless proper and timely amendments are made prior to the expenditures.

C. Prepare and publish a summary of the district's audit report as required by state law.
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AUDITEE’'S RESPONSE

A

B.

We will implement this recommendation.

Because of the many changes and problems occurring in the district over the past
few years due to flooding and the fire, it has been difficult to make budget changes
prior to expending funds from the specific accounts. We will improve this procedure
in the future.

We will follow this required procedure.

Bidding and Procurement Procedures “

The school digtrict iscompleting amulti-million dollar construction project to build new
school facilitiesfor al gradelevels. Bidswere not ways solicited or advertised by the
school digtrict nor washid documentation dwaysretained for variousexpendituresreating
to thisconstruction project. Examples of expenditures without documentation of bids
and/or advertisement are as follows:

Item Cost
Telephone equipment $ 23,745
Dirt work 21,700
Dozing 10,509
Outer doors 4,232
Propane tank bases 4,000
Rock 2,687

The Superintendent indicated that, for someitems, severa vendorswere contacted, and
the telephone equipment was available from only one vendor. Documentation of these
inquiries and sole source procurement situations, however, was not maintained.
Section 177.086, RSMo 1997 Supp. requires that school districts advertise bids for
construction of facilities which may exceed an expenditure of $12,500. In addition,
bidding procedures for construction projects provide a framework for economical
management of school district resources and help assure the district that it recelvesfair
value by contracting with the lowest and best bidder. Documentation of bids should
aways beretained as evidence of the didtrict's established bidding procedures and to show
statutory requirements are followed.

The schoal digtrict did not aways solicit bids or retain bid documentation for other mgjor
purchases or leases. While district employeesindicated bids are sometimes solicited
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through telephone quotes or other direct contacts with vendors, documentation showing
vendorscontacted, pricesquoted, and reasonsfor sel ecting the successful vendor wasnot
retained for many purchases reviewed.

Examplesof expendituresfor items purchased or leased without documentation of bids
are asfollows:

Item Cost
School bus |ease/purchase $146,765
Trailer leases 44,600
Computers 20,076
Science lab equipment 9,900
Lockers 5,810
Piano 3,495

Thedigtrict's purchasing procedures could be made more effective by adopting awritten
policy identifying specific bid procedures that are required for each type or size of
expenditures. Bids can be handled by tel ephone quotation, by sealed bid, or by advertised
seded bid. Different gpproaches may be appropriate, depending on the dollar amount of
the purchase. Written documentation of bids also providesevidencethat the board has
complied with its procurement policy. Bid documentationshouldincludealist of vendors
contacted, a copy of the bid specification, copies of al bids received, justification for
awarding the bid, and documentation of discussions with vendors.

The school district did not obtain a written lease agreement for the school bus
lease/purchase shown above. Written agreements are necessary to ensure both partiesare
awareof thetermsof theagreement. Inaddition, Section 432.070, RSMo 1994, requires
contracts for political subdivisionsto be in writing.

WE RECOMM END the School Board:

A&B. Solicit bidsfor construction projectsin accordance with state law and establish specific

C.

bid policies and procedures which require formal solicitation of bids for al major
purchases. Such bid policies should include criteriaon how bids are to be solicited and
when formal advertising should be used. Documentation of bids received and the bid
process should beretained. If sole source procurement isnecessary, the district should
retain documentation of these circumstances.

Ensure written agreements are obtained for dl leases outlining theterms of the agreement.

AUDITEE’'S RESPONSE

A&B. We have broken the school construction project down into various smaller projects
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that cost less than $12,500 and did not formally bid many of these projects. The
Superintendent did obtain phone bids but documentation of these bids was not kept.
We will review our current policy to determine what changes will improve our
bidding and record keeping procedures.

We will review our current procedures and determine how to adapt our procedures
and policies related to large purchases. Also, we will examine what constitutes a
“large purchase” .

We will implement this recommendation for all future leases.

Expenditures “

Theschoal district has established forma payment procedures; however, the procedures
are not alwaysfollowed. Current policy requires an itemized invoice and areceiving
document containing the signature of an authorized employee on file beforeapayment can
be processed. In addition, the invoice must have been received in responseto apurchase
order approved by the Superintendent.

1) Severd payments were processed without an origina invoice or other adequate
supporting documentation. One exampleincluded apayment in the amount of
$4,900 to an individua for dirt work at the new schoal. In addition, during June
1997 thedigtrict paid astate activity organization $1,512 for regigtration and travel
expensesfor astudent and ateacher to attend anationa competition in San Diego,
Cdlifornia. Therewas no invoice supporting the expenditurewhich outlined the
costsassociated withthetrip. Also, ateacher waspaid $1,250 for administration
of two grants. Time sheets were not provided to support the hours claimed.
Other expenditures made for which there was no invoice or supporting
documentation included $925 for accounting services/training, $370for custodia
services, $325 for ateacher workday lunch, and $240 for teacher gifts.

Empl oyees may purchase equipment, materialsand supplies, and group airline
tickets and hotel accommodations directly and are reimbursed by the school
district. There is often no approved purchase order or any other type of
documentation supporting the expense claim such asan invoice or acopy of a
credit card dlip. For example, during April 1998, the Superintendent was
reimbursed $261 for hotel accommodations for a cheerleading competition.
Payment was made without an gpproved purchase order or invoice from the hotel.
Additionally, adistrict teacher was reimbursed $277 for testing materials and
books. A purchase order was prepared and approved, however, no invoicesor
documentation to support the payment was obtai ned.
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2) Some payments were processed without a properly approved purchase order or
documentation of advance authorization by the Superintendent.

3) Severd invoicesdid not contain an indication of approval or receipt of goods or
sarvices. The Superintendent indicated he reviewed and gpproved al expenditures
before payment; however, it appears this approval is not always formally
documented.

Toensurethe obligation wasactually incurred and properly approved, all expenditures
should be supported by properly approved purchase orders and original invoices
containing indication that goods or services have been received.

Reimbursements made to employees for travel expenses were seldom supported by
adequate documentation of actual expensesincurred. Many employee expensereports
did not contain sufficient information such asthe date of trip, trip origin, destination, and
purpose. In addition, invoicesfor hotels, phone calls, and other expenses reimbursed by
the district could not be located. Without a detailed travel expense report including
documentation supporting theexpensesclaimed, thedistrict cannot determinethe propriety
of payments made for travel expenses.

Failureto require adequate supporting documentation for expendituresincreasestherisk
that the school will pay for items not intended for school purposes.

Some district personnel perform additional duties beyond the regular scope of work.
Paymentstotaling gpproximately $3,000 weremadeto employeesfor administering grants,
coordinating the Parentsas Teachers program, writing classroom curriculum, and custodia
work. Theseemployeeswerecompensated for additiona duties; however, theadditiona
compensation was not reported on Forms W-2 or Forms 1099-MISC, and payroll
deductions were not withheld from the payments.

Additionally, the school district does not awaysissue Forms 1099-MISC to individuals
or unincorporated businesses which provide servicesto the district. Expendituresfor
servicestotaling gpproximately $1,500 were paid and not reported to the Internal Revenue
Service on a Form 1099-MISC.

Thelnternal Revenue Code (IRC) generally indicatesindividual streated as employees
should have all compensation reported on Forms W-2. The IRC further requires
payments totaing $600 or morein ayear to non-employees and businesses which are not
corporations be reported on Forms 1099-MISC.

Expenditures totaling approximately $500 were paid from school fundsfor giftsfor the

teachersand flowersfor funeras. Theseexpenditures do not appear to be necessary and
prudent uses of public funds.
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WE RECOMM END the School Board:

A. Require purchase orders be prepared for all paymentsand original invoices containing
approva and indication of receipt of goods or services be on file before processing
payments in accordance with district policy.

B. Require detailed travel expense reports be submitted. These reports should include

information such as trip date, origin, destination, and purpose; and should contain
invoices or receipts to support expenses claimed for reimbursement.

C. Report dl additional compensation paid to employees and non-employees on FormsW-2
or 1099-M|SC and amend previous years Forms W-2 to reflect compensation amounts
not originally included on the forms.

D. Ensure expenditures are necessary and a prudent use of public funds.

AUDITEE’'S RESPONSE

A-C.  Wewill try to implement these recommendations as they pertain to improving our
procedures.

D. We fedl that these types of expenditures are necessary and supportive of staff and
school personnel morale. We will examine these procedures and try to formalize a
policy on these types of expenditures.

Per sonnél Contracts and Procedures “

During our review of district personnel contracts and policies, we noted the following areas of
concern:

A. The school district does not have aformal written policy for vacation leavefor twelve
month employees. The Superintendent indicated hereceivesthree weeksof vacation per
year, and dl other twelve month employeesreceive two weeks per year; however, thishas
not been formally documented in aboard policy or individua employment contracts. In
addition, leave records are not formaly or centraly maintained for al employees. A new
board policy, which has been presented to the board but not yet approved, indicates that
administratorsemployed on twelve month contractsshall have vacation providedintheir
individua contracts; however no policy hasbeen devel oped for support staff employees.
Formal written policies should be established to clearly define employee benefitsand to
avoid any misunderstandings.
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Thedigtrict entersinto written employment contracts with school district employees. Our
review of employment contracts noted the following weaknesses:

1) The school district could not locate a written employment contract with the
Superintendent covering fiscal years 1998 and 1999. In addition, thereisno
documentation of awritten contract with the High School Principal for the 1997-
98 school year.

A regular district teacher also served as the Parents as Teachers program
coordinator. Paymentsto thisindividua were dependent upon the digtrict funding
received by the DESE; however, these terms were not outlined in aformal
agreement between the school district and the employee.

The proposed new board policies for Superintendent and professional staff
require that employment shal be secured through awritten contract indicating days
of service and compensation to bepaid. Written contracts are necessary to ensure
all parties are aware of their duties and responsibilities.

2) Teacher contracts are signed by the employee but not by the board president.
Section 168.108, RSMo 1994 dates that teacher contracts shall be signed by the
permanent teacher and the president of the board of education.

During theyear ended June 30, 1997, the district received $3,038 of Exceptional Pupil
Funding fromthe DESE. For that school year, thedistrict claimed and received $1,721
of exceptional pupil funding for ateacher's aide position. The district reported to the
DESE that thisindividua worked one-half time, or 950 minutesper week, in the specia
education program. Per discussions with district personnel, thisindividua primarily
performed dutiesfor the specia education teacher such astyping and clerical duties, and
spent very little instructional time with the students. The district did not require this
individua to maintain records of time worked to support the amounts reported to the
DESE.

Section 162.975, RSM 0 1994 statesthat adistrict shall receive exceptional pupil funding
for professionals and paraprofessionals employed to work with handicapped children.
Furthermore, the DESE guidelinesfor exceptiond pupil funding authorize reimbursement
for only those personnel required to implement specia education and related servicesin
aparticular dass. Individualswho perform secretarid, rather than instructiona, duties do
not appear to fall within these guidelines for authorized personnel to receive DESE
exceptiond pupil funding. Adequate record-keeping is necessary to ensure that the district
only claims individuals and time worked which is alowable for reimbursement.

During the two years ended June 30, 1998, the district received proceeds from an
insurance clam asaresult of afireat the school building on May 18, 1996. After thefire,
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employees were instructed to list all items destroyed in their classrooms and offices,
including persond items. Documentationindigtrict filesincludelistsof persond itemslost
by employees ranging from $68 to $1,236 each. Theinventory listings submitted by the
digtrict totheinsurance company included persond items, some of which werereimbursed
to the district.

The Superintendent indicated that the digtrict intends to reimburse employeesfor persona
itemslost which were covered by the insurance settlement. Thedistrict intendsto make
the paymentsafter thedigtrict haspaid dl expensesrdated to the fire; however, no action
has yet been taken. In order to resolve this matter, the school board should review the
Stuation and determine how to handle the insurance proceeds received for persond items
in atimely manner.

WE RECOMM END the School Board:

A. Establish formd written policiesfor twelve month employees vacation leave. Inaddition,
formal leaverecords should be maintained for al employeesreceiving sick and vacation
leave benefits.

B.1. Enter into written agreements with all employees that clearly detail the work to be
performed and the compensation to be paid.

2.  Ensureall teacher contracts are signed by the board president as required by state law.
C. Enaurethat state laws and the DESE guidelinesare followed and adequate documentation
is retained when submitting information for exceptiona pupil funding. The board should

file an amendment with the DESE for the amounts claimed for the 1996-97 school year.

D. Resolve theissueof thefireinsurance proceedsreceived for employees persona items.

AUDITEE’'S RESPONSE

A. We will develop a policy to cover leave for twelve month employees and design and
maintain a procedure for keeping formal leave records on personnel and approved
leaves.

B.1. Wewill implement this recommendation.
B.2. The approval of the offer of a contract in the Board minutes is a legally binding

commitment but we will have the Board president sign all future personnel contracts
to provide a more precise record of the personnel obligations of the district.
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C. The district no longer receives Exceptional Pupil Funding on the position in
guestion. We will obtain from DESE the proper method of returning the difference
in funding between a teacher aide and a clerk. Additionally, we will adjust, with
guidance from DESE, any problems with the funding for this prior position.

D. We will review the claims for validity and will reimburse the claims at the limits
established by the insurance company for the loss of personal items.

Pupil Transportation Procedures

Thedigtrict operates atrangportation system which trangports gpproximately 113 students per day.
In the year ended June 30, 1998, district buses served five routes traveling approximately 420
milesper day inadditionto providing transportation for other district activitiesincluding field trips,
after-school activities, and sportsactivities. Section 163.161, RSMo 1994 providesfor stateaid
to be distributed to districts for transporting students. For the year ended June 30, 1998, the
district received $50,636 in state aid.

Thedidgtrict receivestrangportation state aid based on severa factors, including the average number
of studentstransported, number of milestraveled, and actual allowabletransportation costs. The
DESE hasestablished guidelines, outlined inthe Missouri Sate Transportation Aid Document
Preparation Manual for districts to follow when applying for transportation aid. During our
review of thedigtrict'sproceduresfor tracking transportation information and applying for satead,
we noted the following concerns:

A. Section 163.161, RSMo 1994 requires the DESE to approve, at the beginning of the
school year, all bus routes and determine the total miles each district should have for
effective and economical transportation of the pupils. For the 1997-98 school yesr, the
DESE approved atotal of 462 daily milesfor the district's five bus routes and a daily
vocational school route which is contracted from another school district.

The DESE guidelinesfor tracking actual mileage during the year requirethe district to
obtain beginning and ending odometer readingsfor the school year. Thedidrictisto track
actua disgpproved routemiles, such asactivity trips, and subtract these milesfromthetota
miles calculated from the odometer readings.

The district may not follow the DESE guidelines when reporting actua mileage for the
school year. Odometer readings are not maintained and used to cal culate actual miles
traveled. Ingtead, thedistrict claimsactua mileage by multiplying theoriginal approved
daily mileage by the number of daysin sesson. For the 1997-98 school year, the digtrict
claimed atotal of 80,388 miles.
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Thisprocedure may not provide an accurate accounting for actual milestraveled duringthe
year. Busroutes may change as students moveto and from the digtrict and when students
areabsent from school. Procedures should beimplemented by the district to ensure that
mileage information submitted to the DESE is accurate.

The DESE requires school districtsto takeacount of studentstransported on the second
Wednesday of each month during the school year. Themonthly totalsare used to calculate
theeligibleaveragedaily transported (ADT) student to be reported on the gpplication for
state transportation aid.

Student counts reported by the district are not aways accurate. We reviewed student
countstaken by the district on September 10, 1997, and January 15, 1998 and compared
the children claimedin the countsto attendance recordsfor the count days. Six students
claimed on the September count were either absent from school on the

count day or were no longer enrolled inthedistrict. In addition, ten students claimed on
the January count were reported as absent on the count date. Asaresult of these errors,
the district may receive more state aid than it is entitled to receive.

Procedures should be established to ensure student counts are accurate. One way to
achievethiscould beto compare student countsto attendancerecordson atest basis. To
ensure the amount of state aid received is accurate, records should be maintained which
adequatdly support the information reported on the gpplication for state trangportation aid.

WE RECOMM END the School Board:

A.

Follow DESE guidelinesfor cal culating actua mileageto be claimed ontheapplicationfor
state transportation aid.

Ensure that student count reports used to calculate ADT accurately reflect the actual
students transported on the transportation count days.

AUDITEE’'S RESPONSE

A

B.

We will review our procedures to ensure they comply with DESE guidelines for
accurate reporting.

We will check our attendance records more closely to ensure counts are accurate.

Non-Resident Pupils “

The school board is authorized by Section 167.151, RSMo 1994 to admit non-resident students
and prescribe thetuition feeto be paid. The most recent school board policy on file, adopted on

-20-



June 12, 1994, indicatestuition rates shdl be determined annually onthe basis of the per-pupil cost
for the preceding year. During the year ended June 30, 1998, the school district did not comply
withitsadmissionspolicy for charging tuition to non-res dent sudentsattending the school didtrict.

Thedistrict hasan informal arrangement with the North Daviess R-111 School District to allow
residents of that district to attend the Pattonsburg R-11 School District. Thisagreement has not
been formaly documented inwriting. The agreement requiresthe Pattonsburg R-11 School Didrict
to track the average daily atendance (ADA) for the North Daviess R-111 School Didtrict residents.
TheNorth DaviessR-111 School Didtrictin turn paystuition to the Pattonsburg R-11 School Digtrict
at arate of one-half of the state aid received per calculated non-resident ADA.

For the year ended June 30, 1998, 18 students from the North Daviess R-111 School District
attended the Pattonsburg R-11 School District, at acalculated ADA of 13.36. The Pattonsburg
R-11 School District received $20,456, or $1,531 per calculated ADA, from the North Daviess
R-111 School Digtrict for servingitsstudents. Pattonsburg R-11 School Didtrict's per pupil cost for
the 1996-97 school year was $6,753. In addition to not complying with board policy, the district
IS not recovering its costs for the services provided to the North Daviess R-11 School District
students.

WE RECOM M END the School Board either comply with or re-evaluate its admissions policy
regarding recovery of costsincurred for educating non-resident students. In addition, the Board
should enter into awritten contract with North DaviessR-111 School Digtrict regarding non-resident
students attending the district schools.

AUDITEE’'S RESPONSE

We will take this issue under study for future years and review the validity and financial
concerns of this finding.

Parentsas Teachers (PAT) Program “

The schoal digtrict has been approved by the DESE to offer a parent education program under the
Early Childhood Development Act (ECDA). The ECDA authorizes state funding to school
districts that provide developmenta screening and parent education to families with infants,
toddlers, and preschool children. For the two years ended June 30, 1998, the school district
received approximately $1,300 for services provided under the Parents as Teachers (PAT)
program. During our review of the Parentsas Teachers Program, we noted thefollowing concerns:

A. Accordingtodistrict PAT documentation, thedistrict served four familiesduring the 1997-
98 schoal year and three families during the 1996-97 school year. Thefamilieswere each
visited by theformer PAT Coordinator oneto four timesduring the school year. During
an April 1998 review conducted by the DESE, it was noted that the district was providing
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PAT servicesat afive percent level during 1996-97, as compared to the Sate average of
42 percent.

The school digtrict currently doesnot have an operating PAT program. Theformer PAT
Coordinator resigned at the end of the 1997-98 school year. The school district
advertised the vacant PAT position in July 1998, but the position has not been filled.

Section 178.693, RSMo 1994 requires that if adistrict fails or is unable to offer an
approved program of parent education, thedistrict shall enter into acontract with another
district, public agency or state approved not-for-profit agency offering an approved
program of such services.

The school district isreimbursed by the DESE for personal visits and screening tests
performed through the Parents as Teachers Program, as reported on the final report.

1 The district was reimbursed $369 for nine persona visits during the 1997-98
school year and $390 for nine visits during the 1996-97 school year. Each of
thesevisitswas supported by apersonal visit report prepared by theformer PAT
Coordinator.

Responsesto our confirmationsand to questionnaires disseminated by aparent
group to these familiesindicated three visitsin the 1996-97 school year claimed
by the district were not made or did not include instruction by the former PAT
Coordinator. Theformer PAT Coordinator stated al of thevisits claimed were
made.

2) The district claimed and was reimbursed $435 for 29 screening tests during the
1996-97 school year. No screening tests were claimed during the 1997-98
school year.

During our review of the 1996-97 screening tests, we found documentation for
only 22 screening tests rather than the 29 tests claimed. The former PAT
Coordinator indicated that the district documentation was accurate and that the
number of screening tests recorded on thefinal report was apparently incorrect.
After our fieldwork completion date, documentation for an additional six testswas
located |eaving one test for which documentation could not be found.

The DESE guiddinesfor the PAT program requirethe district to maintain recordsto verify
the services provided. Accurate and complete records are necessary to support
reimbursement claims.

Thedigtrict had averbal agreement withthe former PAT Coordinator to pay her thefull
amount of the PAT funding received by thedidtrict. The screening testsnoted above were
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performed by the digtrict's kindergarten and preschool teachers, rather than the PAT
Coordinator. Theformer PAT Coordinator indicated that she has performed the screening
testsin the past; however, she was not involved in the process during the 1996-97 year.
Since the district paysthe PAT Coordinator the amount of funding received from the
DESE, it appears she was paid $435 for services she did not provide.

During the 1996-97 school year, the district applied for and received a$4,690 | ncentives
for School Excellence Grant from the DESE to develop aPAT library. Items purchased
with this grant included alaptop computer, books, games, and toys. Theformer PAT
Coordinator was paid $750 for administrative work on this grant which consisted of
ordering the items. The books, games, and toys were stored in boxes and the laptop
computer was not in the possession of the district on September 24, 1998. Theformer
PAT Coordinator indicated aparent had checked it outin May 1998. Althoughwewere
ableto confirm thiswith the parent, it was not documented on asign-out sheet. Sign out
sheetsmaintained by theformer PAT Coordinator, document the use of the PAT library
by only two other families on one occasion.

Thefina report for theincentives grant which was submitted to the DESE indicated that
25 students had participated inthe grant program. In addition, the district reported that
87 percent of thefamiliesenrolled inthe PAT program had utilized the library on amonthly
basis. AsnotedinA. above, thedistrict claimed serving only three families during the
1996-97 school year. The former PAT Coordinator was unable to locate the
documentation to support the information reported to the DESE.

Adequate records of items checked out and returned to the library is necessary to
document and track thedisposition of al digtrict assets. Inaddition, fina reports submitted
to the DESE should be accurate and supported by documentation.

WE RECOMMEND the School Board:

A.

Establish procedures to ensure that an effective PAT Program is in operation. If
necessary, the board should contract with another entity to provide the services.

Ensurefinal reports submitted to the DESE are accurate and adequately supported by
documentation. If necessary, the board should file an amended find report, for the 1996-
97 year, and resolve any overpaymentsfor the screenings. 1n addition, the board should
investigate the differences between the visits claimed and the parental responses and
determine whether any money is due back to the state.

Develop guidelines for paying individuals employed in the PAT program to ensure
payments are made only for services provided. In addition, the Board should review
paymentsto the former PAT Coordinator to determineif they were proper and whether
any monies should be paid back to the district.
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D. Ensure instructional materials are made available to parents and complete records are
maintained for the PAT library; including nameof individual checking out theitem, date
received, and date returned. Return dates should also be established for items checked
out of thelibrary. Inaddition, the Board should ensurethat final grant reports submitted
to the DESE are accurate and adequately supported by documentation.

AUDITEE’'S RESPONSE

A We have begun the work on continuing and improving our PAT program.

B&C. Wewill review thissituation and take whatever action is determined to be necessary.
The expanded PAT program will be designed with procedures to document visits
made, services provided, and screenings done.

D. We will design, in the expanded PAT program, a check-out system for instructional
materials designated for the PAT program. The procedures designed for the
expanded PAT programwill insure that all future reports submitted to DESE will be
accurate, complete, and signed by the personnel providing the service and the
families receiving the services.

Student Activity Funds “

Individua school organizations have a separate activity account which includes the organization's
fundraisng monies. During our review of student activity fund procedures, we noted thefollowing
areas of concern:

A. Prior to February 1998, the high school cheerleader organization fund was maintained
outsde of theschool digtrict'saccounting system by the Superintendent'swifewho wasthe
cheerleader sponsor. During February 1998, the cheerleader sponsor turned the $652
account balance over to the district.

During our review of the cheerleader account disbursements from April 1997 to June
1998, we noted the following:

1) Whilethe cheerleading fundswere held outside of thedistrict, thedistrict did not
effectively monitor the activitiesand transactions of theaccount. Althoughthe
Superintendent indicated that he approved all expendituresmade by the sponsor,
this approval was not documented.

Thedistrict doesnot have acurrent written policy for accounting records, interna
controls, and proceduresfor any student activity funds. Allowing district fundsto
be maintained outside of the school district without adequate monitoring increases
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therisk of misuse of thesemonies. A proposed policy has been submitted to the
school board which requires al funds, including student activity funds, be
mai ntai ned under thejurisdiction of the superintendent and the school principals.

2) Disbursements were not always made by check. We noted instancesin which
disbursements were made from cash receipts on hand.

To adequately safeguard receipts and reduce the risk of loss or misuse of funds,
deposits should be made intact and dl disbursements should be made by check.

3) Adequate documentation was not retained to support many cheerleading
expenditures. We noted purchases of trophies, shirts, and advertisements for
which no supporting documentation could be found. For other expenditures
reviewed, the only documentation available was acancel ed persona check written
by the cheerleader sponsor who was reimbursed by the cheerleading account.
There was no invoice or other documentation to support the expenditures.
Adequate documentation is necessary to ensure that all expenditures are
reasonable and necessary. In addition, maintaining proper controls over cash
disbursements decreases the risk of unauthorized disbursements.

In April 1998, the Superintendent wasissued a check for $3,344, the baancein the senior
classaccount, to pay for senior trip expenses. Anitemized expensereport accounting for
these funds and supporting documentation was not prepared or retained.

During July 1998, five students and a teacher attended the Future Homemakers of
America (FHA) National Convention in New Orleans. The school board approved
payment of travel expenses and registration for one student and the teacher. Although the
cost of airlineticketsfor the remaining students, totaling $896, wasto be paid from the
FHA student activity fund, theamount was charged to adigtrict operating account instead.
Asaresult district funds were used for thisexpense. Proper coding of student activity
receiptsand disbursementsisnecessary to ensure that the school district does not pay for
expenditures that are the responsibility of a student organization.

WE RECOMM END the School Board:

A.l

A3

&B.

Ensureal student activity accounts are maintained by the school district and that thereis
adequate supervisory review of those accounts.

Require disbursements be made by check only.

Require adequate documentation be retained to support al expenditures made from the
student activity funds. In addition, the board should request an accounting of monies paid
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to the Superintendent for the senior classtrip. Any monies not adequately accounted for
should be reimbursed to the district.

Ensure expenditures from student activity fundsare properly coded to accounting records,
and make necessary correcting entries to charge FHA expendituresto the appropriate
fund.

AUDITEE’'S RESPONSE

A&B. Wewill review our policy governing student activity funds. The Board has requested

afinancial report on the student activity fund balances to examine how these funds
are managed.

This coding error has been corrected.

10.

Board Policies and Procedures “

During our review of the minutes of school board meetings, we noted the following
concerns.

1) The school board frequently holds closed meetings. When the board closesits
meetings, avoteistaken and documented; however the minutes do not always
indicate the reasons for closing the meeting. Section 610.022, RSMo 1994,
requiresthat before any meeting may be closed, the question of holding the closed
meeting shall be voted on at an open session. The vote and the specific reason
listed in Chapter 610 for holding the closed meeting should be entered into the
minutes. Although the reason for the closed meeting isusudly posted publicly on
themeeting agenda, itisnot dwaysdocumentedintheregular minutesasrequired
by Chapter 610.

2) The board minutes are prepared by the board secretary and approved by the
board at subsequent meetings. The board minutes are not signed at the time of
board approval, but are usualy signed at the end of thefiscal year. The minutes
from July 1997 to September 1998 had not been sgned at the time of our review.
The board minutes should be signed at the time they are approved by the board
secretary as preparer and the president of the school board to provide an
independent attestation that the minutes are a correct record of the matters
discussed and actions taken during the board meeting.

The district adopted the official Board of Education Policies and Regulations Manual
developed by the Missouri School Board Association (MSBA) in October 1991. This
manual includes policies and procedures relating to expenditures, bidding, budgets, and
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personnel issues. At thetime of our review, district personnel were unableto locatea
copy of thedistrict policy manual. Asaresult, it wasunclear what district policieshad
been established by the school board. The school board isin the processof reviewing
proposed new board policies. To adequately inform district personnel of district policies
and to ensure compliance with the policies, these policies should be maintained by the
district and made available to all employees.

WE RECOMM END the School Board:

A.1l. Ensure minutes are prepared and retained for all closed meetings and that
documentation is adequate to demonstrate compliance with state law.

2. Ensure board minutes are signed by the Board President and Board Secretary
upon approval to attest to their completeness and accuracy.

B. Ensure board policies are developed and maintained by the district.

AUDITEE’'S RESPONSE

A. This recommendation will be implemented.

B. We arein the process of approving a new policy service manual for district activities.
After thisis completed, we will ensure copies are maintained in the proper locations.

11.

General Fixed Asset Records and Procedures “

A. The school district has not established a permanent detailed record of the property owned
by thedistrict. Thedistrict requiresteachersto preparean annual inventory list of their
classrooms; however, a supervisory review of changes made from year to year is not
performed. Adequate property records are necessary to secure better internal control
over property, provide abasisfor determining proper insurance coverage, and provide
assuranceto the public that assets purchased with school moniesare being utilized by the
school district.

Without these records, the district does not have areliable record of property owned. In
addition, thedigtrict isunableto prepare and present initsfinancia statements a statement
of changesin generd fixed assetsor ageneral fixed assets account group, asrequired by
generally accepted accounting principles.

B. Prenumbered inventory tagsthat identify fixed asset itemsas* Property of Pattonsburg R-11
School District” are not utilized by the district. Prenumbered tags, when affixed to
property items, alow for identification of the property intherecordsand limit the potentia
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for personal use of school district assets.

WE RECOMMEND the School Board:

A. Require general fixed asset records be maintained on a current basis.

B. Ensure prenumbered inventory tagsthat |abel each item as* Property of Pattonsburg R-11
School District” are attached to all property and equipment.

AUDITEE’'S RESPONSE

A&B. We arein the process of developing records of fixed assets owned by the District.
We would like to devel op an inventory system which would utilize tags labeled with
a bar coding system to better maintain our inventories in an accurate manner.

Thisreport isintended for the information of the school board and district's management. However, this
report is amatter of public record and its distribution is not limited.

* % * % %
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